nternationa
Journal




f(,“

International
Journal

Government
Auditing

©1993 International Journal of Government Auditing, Inc.

The International Journal of Government Auditing is published quar-
terly (January, April, July, October) in Arabic, English, French,
German, and Spanish editions on behalf of INTOSAI (International
Organization of Supreme Audit Institutions). The Journal, which is
the official organ of INTOSAI, is dedicated to the advancement of
government auditing procedures and techniques. Opinions and
beliefs expressed are those of editors or individual contributors and do
not necessarily reflect the views or policies of the Organization.

The editors invite submissions of articles, special reports , and news
items, which should be sent to the editorial offices at U.S. General
Accounting Office, Room 7806,441 G Street, NW, Washington, D.C.
20548, U.S.A. (Phone: 202-512-4707. Facsimile: 202-512-4021).

Given the Journal's use as a teaching tool, articles most likely to be
accepted are those which deal with pragmatic aspects of public sector
auditing. These include case studies, ideas on new audit methodolo-
gies ordetails on audit training programs. Articles thatdeal primarily
with theory would not be appropriate.

The Journal is distributed to the heads of all Supreme Audit Institu-
tions throughout the world who participate in the work of INTOSAL.
Others may subscribe for US$5 per year. Checks and correspondence
for all editions should be mailed to the Journal's administration
office—P.0. Box 50009, Washington, D.C. 20004, U.S.A.

Articles in the Journal are indexed in the Accountants’ Index
published by the American Institute of Certified Public Accountants
and included in Management Contents. Selected articles are in-
cluded in abstracts published by Anbar Management Services,
Wembley, England, and University Microfilms International, Ann
Arbor, Michigan, U.S.A.

Contents

1 Editoriai =~
2 XIVINCOSAI =
22 Audit Profile—Estonia

24 1992 Index

January 1993—Vol. 20, No. 1
Board of Editors
Franz Fiedler, President, Court of Audit, Austria
L. Denis Desautels, Auditor General, Canada
Dali Jazi, Premier President, Court of Accounts, Tunisia
Charles A. Bowsher, Comptroller General, United States
Jose Ramon Medina, Comptroller General, Venezuela

President, IJGA, Inc.
Peter V. Aliferis (U.S.A.)

Editor
Donald R. Drach (U.S.A.)

Assistant Editor
Linda L. Weeks (U.S.A))

Associate Editors

Hubert Weber INTOSAI-Austria)

Mark Hill (Canada)

Egbert Kaltenbach (Federal Republic of Germany)
Hisashi Okada (ASOSAI-Japan)

Luseane Sikalu (SPASAI-Tonga)

Sharma Ottley (CAROSAI-Trinidad and Tobago)
Abderrazak Smaoui (Tunisia)

Diane Reinke (U.S.A.)

Susana Gimon de Nevett (Venezuela)

Production/Administration
Sebrina Chase (U.S.A.)

Members of the Governing Board of INTOSAI

Charles A. Bowsher, Comptroller General, United States, Chairman

Fakhry Abbas, President, Central Audit Organization, Egypt, First
Vice-Chairman

Carlos Atila Alvares da Silva, Ministro-Presidente, Court of
Accounts, Brazil, Second Vice-Chairman

John C. Taylor, Auditor General, Australia

Franz Fiedler, President of the Court of Audit, Republic of Austria,
Secretary General

E. David Griffith, Auditor General, Barbados

Paul Ella Menye, Co-ordinator General, Cameroon

L. Denis Desautels, Auditor General, Canada

Tapio Leskinen, Auditor General, Finland

Heinz Giinter Zavelberg, President, Court of Audit, Federal
Republic of Germany

M. Jusuf, Chairman, Supreme Audit Board, Indonesia

David G. Njoroge, Controller and Auditor General, Kenya

Javier Castillo Ayala, Contador Mayor de Hacienda, Mexico

Eufemio Domingo, Chairman of the Commission on Audit,
Republic of the Philippines

Ion Horia Neamtu, Control Department Head, Romania

Omar A. Fakieh, State Minister and President, General Audit
Bureau, Saudi Arabia

Pohiva Tui'i'onetoa, Auditor General, Tonga




Reflections on INTOSAI and its Journal

By Elmer B. Staats, Former Comptroller General of the United States

It is a great pleasure to have been asked to write the
editorial for this 20th anniversary issue of the Journal. 1have
been associated with the Journal since its inception in 1973,
and have followed its progress with interest and satisfaction
over the years. Its publication in Arabic, English, French,
German and Spanish and a readership of over 5,000 testify to
its value as a vehicle of communication and exchange of views
among public sector auditors and others throughout the world.

The growth and success of the Journal is in many ways a
reflection of INTOS Al itself. In my nearly 15 years of partici-
pation in INTOS Al beginning in the late 1960’s through 1980,
I became increasingly impressed with its value as a means of
nations learning from each other’s experience.

I'wasprivilegedto attend the recent INTOS AI Congressin
Washington asanobserver, and was impressed by the significant
changes and improvements that have taken place in the 12
years since I was amember of the INTOS Al Governing Board.
Much of this change is an outgrowth, I believe, of the Lima
Declaration at the IX INCOSAI and subsequent plans for
implementation of the Declaration which were developed at
the X INCOSAI in Nairobi. Perhaps most notable were the
many practical workshop sessions where delegates were able
to engage in lively and useful discussion and debate on issues
of current interest to them, Virtually all SAls are addressing
issues related to the Theme I topic, “Auditing in a Changing
Environment”, and the XIV INCOS Al afforded them opportu-
nities to exchange experiences and information in a way that
truly demonstrated INTOSAI’s motto, “Mutual Experience
Benefits All”,

The work of INTOSAI’s standing committees, and their
integration into the Congress under Theme I, further illustrates
the tremendous progress INTOS Al has made. It is no small
accomplishment to develop standards and guidelines for
auditing, internal control and accounting, and have them
adopted unanimously by an organization representing 160
countries. I believe these documents will prove extremely
valuable to member S Als as they continue to improve financial
management and accountability in their countries. I would
expect that international organizations such as the United
Nations will also find these documents useful in reviewing
their own financial operations.

It was clear at the XIV INCOSAL that a major element of
INTOS AI’s success is the active involvement of so many of its
members. Over 40 countries served as theme officers during
the Congress, and a number of them worked for many months
prior to the Congress writing papers and preparing other docu-
mentation. The close cooperation and coordination among
SAlIs from all parts of the world was evident in the excellent
papers and in the smooth running discussion sessions. It
seemed clear to me that SAls came to the Congress well
prepared to discuss the important issues and eager to reach
useful conclusions. The adoption by acclamation of the
Washington Accords was most impressive, and indicates the
desire of all SAIs to work together in harmony for the advance-
ment of the profession.

This same participatory spirit is reflected in INTOSAI’s
on-going efforts as well. I understand that over 100 countries
have participated in the INTOSAI Development Initiative,
and, to use another Journal illustration, the October 1992 issue
featured news items from over 50 supreme audit institutions
and international organizations.

A discussion of INTOSAI would not be complete without
reference to its seven regional working groups. I believe that
these groups are critical to INTOSAI’s success as an
international organization; they provide the means for imple-
mentating on a regional and local level the standards and
methodologies developed internationally, In addition, the
regional conferences often lay the groundwork for interna-
tional discussions. Regional conferences on public debt and
privatization, for example, facilitated the adoption of recom-
mendations on these issues at the XIV INCOSAL

Looking to the future, it is my hope and expectation that it
will be possible to strengthen the INTOSAI Development
Initiative as an important vehicle for training and education,
particularly for younger members of the staffs of member
countries. I would also expect to see an even further strength-
ening of INTOS AI’s regional working groups.

I have felt it was a personal privilege to have been associ-
ated with INTOSAI when I served as Comptroller General of
the United States from 1965-1980, and wish it well in the years
ahead. ll
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XIV INCOSAI: Cooperation Produces

Results

INTOS AT’s motto, “Mutual Experience Benefits All”, is
never more evident than during INTOSAI’s triennial world
congresses. The XIV INCOS AT in Washington demonstrated
the motto in action, with over 400 delegates and observers
from 120 member nations and 10 international organizations
actively participating in over 75 discussions groups, work-
shops, commitiee meetings and plenary sessions.

The full participation of so many members at the congress
and, equally importantly during the 3 years since the Berlin
congress, resulted in a number of significant achievements for
INTOS AL By the conclusion of XIV INCOS Al delegates had
unanimously and by acclamation adopted:

+ standards and guidelines for auditing and internal control,
and the work of INTOS AI’s three other standing committees
on accounting, public debt and EDP;

« a Protocol of operating procedures for future committee
work;

» revised INTOSAI Statutes; and,

+ the Washington Accords containing results and
recommendations on congress themes.

The Congress and the Governing Board acted quickly on
these achievements. Seven new Board members were elected
by the Congress under provisions of the newly adopted Stat-
utes, thus making the Board more representative of the various
systems of auditing as well as INTOSAI’s seven regional
working groups (see photograph on page 5). Mr. Pierre Arpail-
lange, President of the Court of Accounts of France and
Statutes Committee member, captured the spirit and signifi-
cance of the new Statutes when he said, “The success of
INTOS AI and its importance at the end of this century call for
such changes and reforms. I am delighted to see this reform of
our Statutes today because itcomes ata very good time and will
ensure a more democratic operation of our organization.” And
at the 37th meeting of the Governing Board on Octber 23, the
Board created three committees/study groups on privatization,
program evaluation, and environmental auditing in response to
recommendations contained in the Washington Accords.

Plenary sessionswere held inthe Presidential Ballroom atthe Capital Hilton Hotel, the venue for t

e} ‘, : v }
he XIVINCOSAI. Pictured, left to right: Mr. Weber,

£

Austria; Mr. Fiedler, President of the Court of Audit, Austria and INTOSAI Secretary General, Mr. Kaltenbach, Germany; Mr. Zavelberg, President
of the Court of Audit, Germany and outgoing INTOSAI Chairman; Mr. Bowsher, Comptroller General, General Accounting Office, United States
and new INTOSAI Chairman; Mr. Aliferis, Mr. Drach and Ms. Weeks, United States; Mr. Taylor, Auditor General, Australian Audit Office and past
INTOSAI Chairman; Mr. Medina, Controller General, Venezuela and Vice-Chairman for the XIV INCOSAI.
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X1V INCOSALI introduced a number of new features in
congress format and design. The official congress program
was successfully concluded in one week, and was followed by
a practical three-day symposium on technology which pro-
vided for additional exchange of views and information. In
addition, INTOSATI’s standing committees were fully inte-
grated into the work of the congress in Theme II, thus giving
all delegates the opportunity to participate in the committees’
work and help chart their future directions. Further, the themes
at XIV INCOSAI combined topics previously discussed at
other international and regional conferences with new topics
of interest to member SATs. A special feature of the event was
an optional visit to United States General Accounting Office
(GAO) regional offices located in gateway cities.

The achievements of the congress highlight the word “all”
in INTOSAT’s motto. Indeed, the many accomplishments
were possible because of the contributions and participation of
so many INTOSAI members. Open communication, coopera-
tion, harmony and progress were the result. Congress chair-
man Charles A. Bowsher, Comptroller General of the United
States and host of the event, noted this at the closing plenary
when he said, “I especially want to thank you, the delegates, for
your marvelous cooperation and the great spirit we have had
here at this congress. I would also like to express our apprecia-
tion to you and your many staff pcople back home who have
worked very hard in helping prepare papers and issues so we
could have useful discussions here in Washington.”

Although campaign commitments prevented President Bush from
addressing the delegates in person at the Opening Ceremony, Mr.
Bowsher read the President’s welcoming remarks and copies of the
President's letter were later distributed to everyone.

i S .

Through large screen video projections, Senator John Glenn welcomed participants to the XIV INCOSAI. During the program, delegates and

guests also enjoyed musical presentations by the United States Marine Band and the Eastern High School Choir.
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Opening Ceremony Highlights Importance
of Auditing

“Yourrole as auditors of government financial practicesis
vital to ensuring the public trust and the economic security of
our respective national institutions. At a time when the coun-
tries of the world are becoming increasingly interdependent,
your efforts to foster greater accountability and cooperation in
your field promise to benefit all of our citizens.” With these
words from United States President George Bush, the Four-
teeenth International Congress of Supreme Audit Institutions,
hosted by the GAQ, was officially inaugurated on October 18,
1992, in Washington, D.C.

The opening ceremony was held in the historic National
Building Museum, home of the GAO from 1926-1951. Join-
ing Mr. Bowsher in welcoming delegates to the congress were
Dr. Zavelberg, outgoing Chairman of the INTOSAI Govern-
ing Board; Ms. Kelly, Mayor of Washington, D.C.; and Mr.
Socolar and Mr. Aliferis of the GAO. Additional personal
greetings were made by six GAO staff members who repre-
sented diverse ethnic and national backgrounds and who
welcomed delegates in each of INTOSAI’s five official lan-
guages. A special feature of the ceremony was the presentation
of INTOSATI’s two awards, the Kandutsch and Staats Awards.
The Kandutsch Award was presented to the supreme audit
institution of Hungary by Secretary General Fiedler, and the
Staats Award was presented to Pakistan and the United King-
dom by Mr. Elmer Staats in whose honor the award was
established (see photographs on page 21).

The opening ceremony also included a videotaped wel-
come from Senator John Glenn, chairman of the US Senate
Committee on Governmenal Affairs and former astronaut,
who told delegates that their audit institutuions have an impor-
tant role to play in helping modem governments deal with a
host of new and demanding problems. He said that SAIsare the
natural places for governments to seek and find unbiased,
objective information, analysis and all the other things that go
into making decisions for the future. Senator Glenn concluded
his welcoming remarks by noting that the congress delibera-
tions on the role of auditinstitutions in achanging environment
could not be more timely.

Mr. Bowsher concluded the opening ceremony by provid-
ing delegates with an overview of the work facing them in the
technical sessions which began the following day. The first
theme would deal with the evolving role of the SAI in a
changing environment, with the focus on exchanging ideason
how to move beyond traditional financial and compliance
auditing to program evaluations and performance audits of
government programs. “This is increasingly important as our
governments in all parts of the world are forced to meet new
demands with scarce resources,” Mr. Bowsher said. He went
on to say that the second theme would address the role of IN-
TOSATI’s standing committees in improving governmental fi-
nancial management, and that delegates would have the oppor-
tunity to discuss the application of the committees’ work on
auditing, accounting, internal control and public debt. Finally,
after the 1 week formal session, delegates would have an

opportunity to review some of the ways technology affects
their work during a 3 day symposium on the introduction and
use of new technology in SAIs.

Among the accomplishments of X1V INCOSAI was the adoption by
acclamation of the revised INTOSAI Statutes and the Washington
Accords. The new Statutes represented the culmination of several
years of work by committee members Austria, France, Indonesia,
Libya, Peru, Spain, Togo and the United States. Important changes to
the Statutes include wider representation of the Governing Board of all
regions and systems of auditing, and improvements in INTOSAI
financial management systems. Also pictured aboveisthe “Suggested
Terminology for X1V INCOSAI" which helped facilitate communication
during the congress.

Themes Discussed, Result in Washington
Accords

As in the past three congresses in Manila, Sydney and
Berlin, the XIV INCOSAI was organized so that participants
could discuss the two themes and eight subthemes in small
workshop sessions, the results of which were then summarized
and discussed further in plenary sessions devoted to each
theme. Over 65 supreme audit institutions wrote 132 principal
papers, country papers and other documentation on these
subthemes in preparation for the congress. The two major
themes were: Auditing in aChanging Environment: the Evolv-
ing Role of the SAI; and Improving Governmental Financial
Management Through INTOS A@’s Standing Committees.
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Throughout the week, delegates discussed issues and conducted
business during the plenary sessions. One of the highlights of the First
General Plenary included the official welcome extended to INTOSAI's B , . L :
aewr_r;?mbers.Belarus, Cape Verde, Estania, Georgia, Lithuania, and During the First General Plenary, Mr. Adjoyi, Chief, Public Financial
amidia. and Enterprise Branch, United Nations, addressed delegates and
emphasized the continuingimportance that the UN places on strength-

ening financial management practices world wide.

conclusion of XIV INCOSAI. Chaired by Mr. Bowsher of the United States, the Board consists of Egypt (First Vice-chair), Brazil (Second Vice-
chair), Australia, Austria, Barbados, Cameroon, Canada, Finland, Germany, Indonesia, Kenya, Mexico, the Philippines, Romania, Saudi Arabia
and Tonga. Elected by the Congress under INTOSAI's new Statutes, the current Board includes representatives from each of INTOSAI's seven
regional working groups as well as the various systems of auditing. The next Governing Board meeting will be held in Vienna, Austria from May

10-11, 1993.

5
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All subthemes were offered in English and all-language
sessions, thus permitting a good exchange of views and infor-
mation. After the discussion sessions, subtheme rapporteurs
summarized each group’s discussions and prepared a subtheme
report for presentation to the theme plenaries. These summary
reports were then discussed in plenary and adopted as official
recommendations in the Washington Accords.

The XIV INCOSAI Secretariat will publish the Washing-
ton Accords as a special congress document in early 1993, and
will also publish the complete official proceedings of the
congress later this year. This article contains the major points
and outcomes from each subtheme, as well as highlights of
other INTOSALI business matters addressed during the con-
gress.

Subtheme IA: Experiences in Changing the Scope
of Audit

New Zealand was subtheme rapporteur for this topic, with
Turkey, Indonesia, Gambia, Hungary and Bolivia assisting as
theme officers. Discussion on this topic centered on the fact
that the world isina state of constant change. In order to remain
effective, the SAI must continuously adapt to meet the chal-
lenges of this changing world. The discussion groups focussed
on many issues with the underlying theme of change, but the
following areas, which were specifically addressed in country
papers, dominated the sessions.

Prior to the congress, theme officers met to clarify roles and to review
the content and procedures for the subtheme discussion sessions.
Pictured above, Mr. Cameron, New Zealand, who served as the
Subtheme |A, rapporteur makes a point by referring to the subtheme
discussion book.

Discretion In Reporting Audit Results

A large number of countries noted that their mandate did
not give them the capacity to exercise discretion in reporting
results. Therefore, it is appropriate to pay due regard to the
jurisdictions under which particular SAIs may be operating.
SAlsgenerally felt that their primary function is to bring about
improvement in government, and that this role could be effec-
tively achieved by ensuring that there was full disclosure of

audit results. It was noted, however that the exercise of report-
ing discretion was appropriate in areas such as national secu-
rity and commercially sensitive audits.

Given the wide variation in mandates among the SATs,
there was no consensus reached on the proposition that SAIs
should be urged to adopt reporting discretion. However, it was
generally agreed that, where appropriate, S Als should use their
judgement in reporting audit results and maintain an awareness
of their role as an improver when exercising the reporting
function.

Corporatization and Privatization

Because Subtheme IC dealt extensively with the issue of
privatization, discussion on this topic was confined primarily
to certain broad roles which should guide SAlinvolvement in
this process. SAls confirmed the current trend in corporatizing
and privatizing state activities, and acknowledged the many
increased demands and responsibilities placed upon them by
these changes. Participants identified the following significant
roles:

» encouraging the establishment of an effective accountability
structure;

« facilitating the development of adequate performance
measures;

» monitoring any asset disposal process;

+ scrutinizing expendituresassociated with the corporatization
or privatization process; and,

« promoting the establishmentof effective systems of internal
control for entities that remain within the public sector and
are therefore subject to SAI audit.

It was agreed a greater sharing of experiences would
provide assistance to SAIs whenever encountering the corpo-
ratization or privatization of state activities.

Pictured above, Ms. Thompson, Trinidad and Tobago, the Group
Rapporteur for the Subtheme |IA English only discussion group, Mr.
Desautels, Canada, chairman of the Accounting Standards Commit-
tee, and Mr. Thompson, Canada participate in the Theme Officer's
meeting.
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Following the Opening Ceremony, delegates, observers, and accom-
panying persons enjoyed opportunities to renew acquaintances. Pic-
tured above are (from left to right) Mrs. Taylor; Mr. Zavelberg, Ger-
many; Mr. Taylor, Australia; Mr. Socolar, United States; Mrs. Zav-
elberg; and Mrs. Socolar.

Advancements In Technology

With government reliance on computers increasing rap-
idly, SAls must be prepared to use technology to enhance
productivity, audit the expenditures of funds on computer
systems, and when empowered, look at computer system
effectiveness.

Where accounting systems are automated, auditors must
possess the skills to audit these systems. In this regard, many
SAIls cited the urgent need for training and assistance in
carrying out audits of these functions. Furthermore, there was
common agreement among the SAls that, notwithstanding the
importantefforts of the INTOS Al standing committee on EDP
audit, and the excellent training provided by the INTOSAI
Development Initiative, additional help fordeveloping SAlsis
still urgently needed. This help was described as assistance,
training, and provision of software, including audit tools,
which can be applied at SAI work sites.

As aresult of these discussions, it was recommended that
INTOS AI should encourage SAls with significant experience
in the area of computer auditing to actively share information,
software, and audit tools.

Changing Political Environments

A number of SAIls discussed the profound political and
economic changes taking place throughout the world and the
impact of these changes on the role of the SAL They cautioned
those SAls undergoing such changes to avoid participating too
actively in the change process, but noted that by promoting
enhanced accountability the SAI can contribute to positive
change. Many SAIs encouraged the enactment and enforce-
ment of strong legislation to clearly define the role of the SAL
Others noted that the only real constant is change and, there-
fore, identified the need for SAIs to continually reassess and
adjust their roles over time. Citing the lack of experience
among many SAIs withnew forms of government, the discuss-

ants recommended that INTOSAI encourage and facilitate
assistance to SAIs in developing and defining their emerging
roles.

Environmental Issues

Many SAIs recognized that environmental issues were
growing in importance, not only at the national level but
globally as well. These issues will have a significant effect on
the activities and responsibilities of governments, and hence
become subject to audit. Some S Als had both the authority and
the experience to audit such issues, but others felt that neither
their mandates nor their experience were adequate.

For those SAls that have exercised the mandate it was
acknowledged that specialized skills and competence were
required. SAls did recognize, however, that the growing sig-
nificance of these issues need further study with a view 0
providing guidance and assistance to member countries.
Consequently, it was recommended that INTOSALI appoint a
committee or study group to explore the roles and needs of
SAlsinenvironmental auditing, and that, in addition, environ-
mental auditing be established as a theme for the next IN-
COSALI in 1995. In response to this recommendation, the
INTOSAI Governing Board established an environmental
auditing working group with the Netherlands as chair.

l 4 GROUP
> MODERATOR
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During the group discussions auditors general, assisted by technical
liaison officers from the United States, moderated and reported onthe
sessions. In the Subtheme ID English only session, Mr. Basnyat
(center), Nepal, and Mr. Argaw (right), Ethiopia, were assisted by Mr.
Kirkman (left), United States.

Subtheme IB: Program Evaluation: An Emerging
Approach

France was the subtheme rapporteur for this new topic,
with Tonga, Dominica, Isracl, Cameroon and the Netherlands
serving as theme officers.

Many SAIs have been drawn to program e¢valuation be-
cause of the broader focus of public authorities’ role in address-
ing social and cconomic policy problems and because of
increased demands on limited public resources. As an SAI’s
functions evolve, program ¢valuation can be auseful approach
to responding to the need of the parliament, the government
and the general population for information about the actual
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impact of public programs. Accordingly, delegates generally
agreed on the importance of program evaluation, to the extent
that it is compatible with the SAI's audit mandate.

Need for Definition

Delegates agreed on the need for a working definition of
program evaluation. They recognized that a precise definition
could be too restrictive but that outlining general concepts
associated with the evaluation of programs and other activities
in the public sector would be useful. These include the notion
of measuring the outcome of a program, as distinguished from
immediate program results, against the explicit or implicit
objectives pursued.

Authority and Expertise to Perform Program
Evaluation

Delegates generally agreed that program evaluation should
be primarily a concern of the audited bodies. They also asserted
that SAIs should have the authority to assess the evaluations
conducted by others and should, themselves, have the author-
ity to perform program evaluations. Those SAls that have the
authority and choose to become involved in program evalu-
ation should acquire the skills and knowledge of the methods
and techniques needed to perform these studies, including
research methods used in economics and the social sciences.
This applies whether the SAI performs evaluation directly or
assesses the evaluations done by others.

Based on the group discussions, participating SAlIs made
the following recommendations:

» INTOSALI should recognize that program cvaluation is a
useful approach for helping SAIs fulfill their performance
audit responsibilities.

Representatives at the congress also used time at the breaks and
cultural programs to further develop their contacts within the INTOSAI
network. Pictured here, Ms. Drago de Rospigliosi, Peru, tock advan-
tage of a coffee break to talk with Mr. Zavelberg, Germany, and Mr.
Weber, Austria.

« Inrecognition of the fact that program evaluation remains
the concern primarily of the audited bodies, INTOSAI
should support SAIs’ exercise of authority to do program
evaluation, when such an approach is appropriate.

» INTOSAI should help those SAIs that wish to develop or
enhance their program evaluation capability by creating a
committee that would: develop a working definition of
program evaluation and identify the different stages of
program development and implementation at which an
evaluation can be performed; study the possibility of
establishing guidelines and criteria that would facilitate the
successful conduct of program evaluations; explore the
value of establishing a mechanism for collecting and
disseminating information, which would permit countries
to exchange ideas, experiences, and expertise; identify the
skills needed to conduct program evaluations and various
strategies for acquiring them; and study how best to
communicate program evaluation results in order that the
evaluations achieve their maximum cffect.

As with subtheme IA, the Governing Board responded
positively to the recommendation regarding a new working
group, and established a program evaluation committee chaired
by France.

Following the English only and all-language discussions, the theme
officers reconvened to draft the reports which would be presented at
the plenary sessions. In this photo, the Subtheme IC officers were at
work drafting their report.

Subtheme IC: Examining Public Enterprises:
Changing Approaches and Techniques

The work on this subtheme was lead by India, with the
assistance of theme officers from Zimbabwe, Kenya, Solomon
Islands, Sudan and Spain.

There was common agreementamong SAIs that the nature
of public enterprises requires full accountability, which canbe
guaranteed only through audits by the SAIL Because some
state-owned enterprises have fallen short of expectations,
many countries are emphasizing the need for improving the
performance of the public enterprises as well as reducing the
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number of public enterprises through privatization. SAls
generally felt that the difficult public debt situation, lack of
resources, and the reorientation of economic and political
philosophies in their countries were contributing to the chang-
ing profile of the public sector.

Auditing Public Enterprises

SAls agreed that there was a need to broaden the scope of
their audits to include system-based audits and evaluations of
economy, efficiency and effectiveness audits of public enter-
prises. SAT audits of public enterprises needed to go beyond
purely financial audits and focus on higher objectives, targets,
and goals of the enterprise. However, it was generally felt that
there was a lack of adequately trained auditors to conduct
performance audits of the wide variety of public enterprises.
SAlsalsoagreed that there was a need to quantify the perform-
ance of public enterprises to make them comparable to mana-
gerial and entrepreneurial criteria used by the private sector
without losing sightof the public enterprise’s social objectives.

SAlsfeltthatitis desirablethat SAls should: have thelegal
mandate for auditing all kinds of public enterprises and for
performing not only financial but also performance audits on
them; have complete access to all information deemed neces-
sary by them to ensure full public accountability of the public
enterprise, although, in reporting they may use their discretion
toprotect the confidentiality of strategic or otherwise sensitive
information; give serious consideration to the benefits and
impacts of applying computer technology, including com-
puter-assisted auditing techniques to the audit of public enter-
prises; and, conduct horizontal audits of selected aspects of all
public enterprises in addition to comprehensive audits of
individual enterprises.

Inaddition, it was agreed that S Als: consider the feasibility
of gradually developing distinct methodologies and practices
withregard to the audit of social and environmental protection;
pay special attention to training and updating the skills of
auditors and using external experts in order to develop an
appropriate staff mix for auditing public enterprises; have the
necessary flexibility to allow them to conduct unanticipated
audits in response to economic and other changes; and, apply
audit methodologies which recognize the enterprise’s public
obligations as well as its need to maintain sound business
practices.

Auditing Privatization

Although the degree of involvement and experience of the
SAIls regarding the audit of privatization varied significantly
from country to country, the majority of SAls agreed that
privatization was a concern in their countries. The consensus
was that the SAThad arole in the privatization process, and that
this involved examining whether a privatization initiative was
carried out as intended. However, several S Als felt that in most

cases they would need a specific mandate to audit the impact
of privatization.

As the audit of privatization opens up a new discipline for
SAls, international exchange of knowledge among SAls was
believed to be an important factor to help SAls develop sound
auditing principles and techniques for the privatization proc-
ess. The SAls agreed that INTOSAI could play an important
role in facilitating the dissemination of information among
countries.

The consensus of the group discussions was that it is
desirable that SAIs determine the appropriate timing of an
audit and define their role in the privatization process. SAIs
should also develop a suitable financial and performance
auditing framework for reviewing the privatization of public
enterprises. It was further recommended that INTOSAI con-
sider approving the formation of a study group on audit of
privatization that could facilitate the exchange of information
and experiences in this field of audit. As with the first two
subthemes, the Governing Board followed this recommenda-
tionand created a working group to study privatization with the
United Kingdom as chair.

A major achievement of X1V INCOSAI was the adoption of the work of
INTOSAI's standards committees on auditing, accounting, internal
control and public debt. Pictured above are examples of the publica-
tionsinall five INTOSAIl languages. Delegates expect these standards
and guidelines to assist them in improving financial management in
their countries.

Subtheme ITA: Accounting Standards

The overall objective of this subtheme was to provide
INTOSAI’s Accounting Standards Committee an opportunity
to solicit information from SAIs to help the Committee de-
velop a work plan for 1993-1995 thatincludes products INTO-
SAI members will find useful in their audits of government
financial reports. The committee is chaired by Canada and has
as its members Austria, Ghana, Italy, Kenya, Malaysia, Peru,
Sweden, and Trinidad and Tobago; in addition, Morocco and
Swaziland served as theme officers during the congress.

Since its creation in 1984, the committtee has issued a
study on the users of government financial reports and finan-
cial information that governments provide; a statement on the
users of government financial reports; and, a statement on the
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objectives of government financial reports. The committee is
also working on the qualitative characteristics of government
financial reports, and bases of accounting; projects dealing
with the reporting entity, and with the definition, recognition
and measurement of assets, liabilities, revenues and spending,
will begin shortly. By the XV INCOS Al in 1995, the commit-
tee plans to have in place a framework of accounting standards
appropriate for use by SAls.

Results of the Discussions

The discussions centered around the two major topics of
this subtheme: the general nature and use of the Committee’s
products and the Committee’s work plan for the next 3 years.

General Nature and Use of the Committee’s Products

Among the recommendations were that the committee’s
products should be thought of as living documents that will be
revised from time to time in response to changing needs of
SAls, and that the committee should seek to establish and
maintain relationships with other standard setting bodies to
coordinate work.

The committee proposed a three year work plan for com-
pleting an overall framework of accounting standards by de-
veloping and publishing the following four additional state-
ments by the XV INCOSAI in 1995:

Qualitative Characteristics—June 1993
Accounting Bases—June 1993
Reporting Entity—June 1994

Definition, recognition, and measurement of assets,
liabilities, revenues, and spending—June 1994

During this part of the session, participants provided input
by discussing whether the projects were appropriate and in the
right order, and the level of detail that was needed in order o
provide guidance while recognizing the diversity in laws and
other differences between countries. Delegates were clear in
their support of the committee’s work plan, and offered sug-
gestions for refining it.

For additional information on the Accounting Standards
Committee, contact the Office of the Auditor General, 240
Sparks Street, Ottawa, Ontario, Canada K1A OG6.

Subtheme IIB: Auditing Standards

The discussion groups addressed three major issues: the
current use being made of INTOSAI Auditing Standards by
SAls; a framework for future amendments to the Auditing
Standards; and, the future role of the Auditing Standards
Committee and its Terms of Reference. The work in this area
waslead by Australia, chair of the Audit Standards Committee,
and committee members Argentina, Belgium, Brazil, Costa
Rica, Japan, the Philippines, Sweden, the United Kingdom and
the United States; also serving as theme officers at the congress
were Korea and St. Lucia.

“To ensure that Auditing Standards
maintain their currency and hence
their standing as a living document, a
‘due process’ needs to put in place
whereby proposed amendments to the
standards can be evaluated by
members and adopted during the 3
year period between congresses. That
process shall be embodied in a
Protocol, which could be further
amended to address the work of all
INTOSAI committees.”

—John Taylor, Auditor General of Australia/
Chairman of INTOSAIX Auditing Standards
Committee

The Use of INTOSAI Auditing Standards

The current version of the INTOSAI Auditing Standards
endorsed by the First General Plenary session of XIV IN-
COSAI was developed so as to apply to all types of auditing
systems. While its application is not mandatory it represents a
statement of best practices among SAls.

At the discussion group sessions, a large number of dele-
gates reported positively on the standards and how the stan-
dards were helping to make their work more effective. Individ-
ual written testimonials on the value of the auditing standards
were made by Belgium, Chile, Egypt, Indiaand Tonga. Strong
endorsement for the usefulness of the Standards came also
from SAls including Cameroon, Denmark, France, Germany,
Grenada, Israel, Nigeria, Norway, Saint Lucia, Senegal, South
Africa, Tunisia, United Kingdom, and Zimbabwe. In addition,
the following organizations were making extensive use of the
standards: CAROSAI, the European Community, and the
NATO Board of Auditors.

Framework for Future Amendments to the Auditing
Standards

The committee believes that the standards must be aliving
document. To ensure that the standards reflect current condi-
tions and concerns, the committee intends that the standards be
subject to ongoing review. Several changes proposed prior to
XIV INCOSAI and proposed by delegates during the discus-
sion sessions will be considered by the committee immediately
after the Congress.
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Consistent with a proposal of Finland, a draft protocol 1o
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achieve changes between CONgresses was agreed by the audit-
ing standards committee. It was circulated to the chairmen of
the other standing committees and subsequently to all SAls at
XIV INCOSALI The need for the protocol was agreed to at the
discussion groups. However, there was a view that the draft
protocol needed to be simplified, and amendments were made
to achieve this.

Other suggestions were that drafts be coordinated with
other Standing Committees to preclude duplication and over-
lap, and that the INTOS AI Secretariat discuss with the INTO-
SAI Chairman processes for best amending and re-issuing
Auditing Standards. As a result, the Governing Board estab-
lished an ad hoc working group to review the protocol with a
view towards making it applicable to all INTOSAI commit-
tees; the group ischaired by Australia and includes Canadaand
Mexico.

The Future Role of the Auditing Standards Committee
and its Terms of Reference

There was wide support for the committee to expand its
ongoing work and to facilitate the provision of practical
guidance material to members. In the words of Brazil, this was
seen as a natural consequence of the work of the committee.
The need for the provision of practical guidance was exempli-
fied by the strong requests from several members for additional
guidelines and help in training.

It was agreed in discussion groups that a first step for the
commitiee would be the development of a bibliography of
existing guidance material held by individual SAls. That
bibliography would be translated into the official INTOSAI
languages and provided to all members to enable them to
access existing material from the country of origin. The bibli-
ography would be subject to regular update with the assistance
of the INTOSAI Secretariat.

The discussion groups recognized that while the role of the
committee was essentially to facilitate the provision of guid-
ance material, it could also respond to identified SAI needs for
material not already available, by coordinating the develop-
ment of such material.

For additional information on the Auditing Standards
Committee, contact the Office of the Auditor General, Austra-
lian National Audit Office, 10th Floor Medibank House,

Bowes Place, Phillip, GPO Box 707, Canberra City 2601,
Australia.

Subtheme IIC: Internal Control Standards

This subtheme was lead by the United States, with coop-
eration of committee members Chile, Egypt, France, Jamaica,
Spain, Tanzania and the former Yugoslavia; also serving as
theme officers at the congress were Belize and Yemen. The
discussion groups addressed two main issues: the SAI’s rolein
promoting the implementation of internal controls; and, the
direction of the committee’s future work. The SAls identified

a wide ranee of notential obstacles and

ide range of potential obs

ch
ing the implementation of good internal controls. These ob-
stacles include:

allenges to nromot-
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+ resistance by managers to change; an uncooperative
environment;

+ managers having only a limited or isolated view of the
entire operation over which controls must be effective;

» lack of a strong internal audit group, organizationally
placed at a high level and with sufficient skills and staff
resources;

» managers and employees who do not have a global
understanding of internal coniroi structures and iack an
understanding and appreciation of internal controls and
how they can reduce risks;

« the requirement in some countries that the principles of
internal controls must be based in law before they can be
implemented;

» SAIs’ fear of impairing independence by recommending
internal control improvements to managers; and

» lack of competent personnel operating the systems of
internal controls.

\avid Grifith

At Theme |l discussion sessions, such as the one pictured above,
delegates presented their experiences in using the committees’ prod-
ucts and shared ideas about the committees' workplans.

Overcoming the Obstacles

When ineffective internal controls are found during the
audit process, the SAI should work with the entity’s managers
to determine the solutions available to correct the weaknesses.
Working with managers to find solutions will increase the
managers’ understanding of controls. Fostering strong internal
audit units, and the SAI’s providing advice and technical
assistance to these units, can be an important tool of manage-
ment and help the SATin carrying outits role. Close coordina-
tion between the SAland the internal auditunit will help ensure
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At mid-week the congress delegates and accompanying persons posed for a special group photo in front of the United States Capitol Building.

12

Intemnational Journal of Government Auditing — January 1993




AIUSA 92

naa 8

13

Intemational Joumal of Government Auditing — January 1993



14

there is no overlap and duplication of effort. Care must also be
taken to guard against any potential or perceived diminishment
of an SAI’s authority. Also, by giving advice on a broad
perspective and offering a variety of solutions, an SAI can
emphasize that it is management’s responsibility to implement
specific internal controls; thereby reducing the concern of
impairing the SAI’s independence.

The SAI, where authorized, may provide technical advice
while a government organization designs the details of its
internal control structure. In doing so, the SAI should review
draft legislation and regulations where detailed internal con-
trols are prescribed to point out ineffective, inefficient, and
excesscontrols. The S Al should also suggest possible changes,
where needed, to existing laws and regulations when controls
are not effective.

L 7 o
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Before the group photo was taken, the delegates and accompanying
persons enjoyed special tours of the Capitol. During the tour Mr.
Tu'i'onetoa, Tonga; Mr. Metia, Tuvalu; and Mr. Chong, Western
Samoa paused for a picture in front of a statue of President Bush.

The “Guidelines for Internal Control Standards” is the
initial document of the Internal Control Standards Committee.
The Committee will continue its work in improving govern-
ment management through the development of additional
guidance for establishing and maintaining effective internal
controls. In continuing this work, input from the SAls was
requested during the Subtheme IIC discussions.

Some of the recommendations included:

+ preparing a bibliography of information and documents on
internal controls;

+ developing evaluation guidance to be used by SAIs in
reviewing and reporting on the effectiveness of internal
controls;

+ developing information (e.g., brochure or pamphlet) that
SAlscould useindiscussing internal controls with managers;

» developinginformation (e.g.,checklists) on various controls
that could be usedin specific operations (e.g., procurement);
and

« accumulating case studies that demonstrate the value of
effective internal controls.

For additional information about the work of the Internal
Control Standards Committee, contact the US General Ac-
counting Office, 441G Street, N.W.,Room 7806, Washington,
DC USA 20548.

One of the cultural programs during the week was a reception hosted
by the Inter-American Development Bank at their headquarters in
downtown Washington. Delegates, accompanying persons, observ-
ers, and representatives of the bank enjoyed the opportunity to meet
informally in the elegant grand foyer of the building. During the
evening, the bank's President, Mr. Enrique Iglesias extended a wel-
come to the delegates in each of INTOSAI's official languages. Mr.
Iglesias and representatives from OLACEFS are pictured above (from
leftto right): Mr. Smeraldi, Uruguay; Mr. Atila, Brazil; Mr. Ceballos, Ar-
gentina; Mr. Iglesias, IADB; Mr. Castillo, Mr. Sanguino, and Mr. Lugo,
Mexico.
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The Americaninstitute of Certified Public Accountants and the Director
of the National Air and Space Museum hosted anevening receptionat
the museum. During the reception everyone had an opportunity to tour
the many exhibits in the museum; here Mr. Aboud and Mr. Ramadhan,
United Republic of Tanzania, paused for a photo in front of one of the
space capsules on display.
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Subtheme IID: Report on Public Debt

At the XTI INCOSAI in Berlin, in 1989, the membership
indicated a strong interest in supreme audit institutions’ roles
and activities in public debt issues. As a result of this interest,
INTOSAT’s Auditing Standards Committee created from its
membershipa public debt working group consisting of Argen-
tina, Mexico, the United Kingdom, and the United States of
America; Korea, Portugal, and Jordan subsequently joined the
commitiee, and were assisted at the congress by theme officers
from Czechoslovakia, Ethiopia, and Nepal.

It soon became apparent to many members of the full
committee and working group that it would be appropriate to
establish a new standing commitiee to address public debt
matters, and the working group accordingly undertook to draft
the Terms of Reference for a proposed Public Debt Commitiee.
The Governing Board of INTOSALI at its 35th meeting, in
October 1991, approved the Terms of Reference and estab-
lished a new Public Debt Committee, under the chairmanship
of Mexico, with the following general objective:

“To publish guidelines and other informational materials
Jfor use by Supreme Audit Institutions to encourage the proper
reporting and sound management of public debt.”

At the Theme | and Theme |l plenary sessions, theme officers
presented reports and recommendations to the congress for consid-
eration. The Theme IB report was presented by Mr. Arpaillange,
France.

Inits initial work, the committee was acutely aware of the
wide variation in public debt practices among the INTOSAI
countries, and felt that the first step toward the eventual
development of guidelines or other informational materials
should be to collect additional information on the varying
country practices. Accordingly, the committee's work to date
had focused on collecting this information through the devel-
opment and dissemination of a survey questionnaire to the
INTOS AI membership.

The questionnaire, which was pilot-tested in 1991-92 and
then mailed in final form to all members in September 1992,
asked for responses on governmental practices and SAl activi-
ties concerning public debt (1) definition, (2) planning, (3)
managementand control, (4) measurement, and (5) disclosure.
The questionnaire also asked members to provide annotated
bibliograpohic entries from the public debt literature for use by
the Committee in developing a public debt bibliography.

In preparation for XIV INCOSAL, the Public Debt Com-
mittee distributed a discussion paper to members outlining the
Committee's work to date and suggesting certain topics for
discussion at the INCOSAI's public debt discussions. The
topics included members' roles and responsibilities in public
debt matters in their countries, and on the committee's future
work priorities.

Results of the Discussions

There was widespread agreement that public debt is an
important matter for SAlIs. However, it was acknowledged that
public debt issues are complex and pose significant audit
problems for SAIs. The discussion brought to light a wide
variety of practices. Participants pointed to differing defini-
tions of public debt, such as the inclusion or exclusion of
government guarantees, pension liabilities, and public enter-
prise transactions. Attention was also called to different coun-
try practices on limiting levels of public debt.

The different practices among SAls regarding their audit
roles and responsibilities also were discussed. Some SAls are
involved in pre-approval of debt issuances, while others are
restricted to post-audits to verify compliance with relevant
laws and regulations. The focus of the SAI efforts ranged from
financial audits to performance reviews of public debt.

It was felt that gaining a better understanding of these
varied practices would be an essential first step toward the
eventual development of advice or guidelines to SAIs on
public debt matters. Accordingly, the participants endorsed the
committee’s ongoing work in using a survey questionnaire to
collect information on various country practices. Recognizing
that many of the SAIs have only recently received the question-
naire, the committee agreed to extending the deadline for
receiving the SAIs’ responses. The committee was also en-
couraged to continue its work in developing a bibliography of
public debt literature in all of the INTOSAI languages. Be-
cause there were expressions of interest in learning more about
the public debt work of various SAls, the Committee agreed
that the SAls, in providing bibliographic entries, should in-
clude references to SAI audit reports or studies of public debt
practices.
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The participants agreed that the Committee should use the
survey results for developing advice or guidelines to SAlIson
public debt issues. Some felt that the committee should first
address the problem of defining public debt, while others
suggested that the committee should first address the rolesand
responsibilities of SAIs on public debt, or the management of
public debt.

The committee will consider further the many helpful
comments and recommendations received from the partici-
pants. For additional information about the Public Debt
Committee, contact the Contador Mayor de Hacienda, Av.
Coyoacan 1501, Col. del Valle, Deleg. Benito Juarez, 03100,
Mexico D.F., Mexico.

Regional Working Groups Report to
Congress

INTOSAI's triennial congresses provide an opportunity
for all member states to assemble and share experiences, and
a valuable part of that exchange are the reports given by
INTOSAI's seven regional working groups. This is particu-
larly important since much of INTOSAT's work takes place at
the regional level in Africa, the Arab region, Asia, the Carib-
bean, Europe, Latin America and the South Pacific.
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Following the congress format usedin Berlin during the XIl1 INCOSAI,
time was allotted for Regional Working Groups to meet during the XiV
INCOSAI. Shown here, leading the EUROSAI meeting, are Mr. Carre-
tero, Spain, Mr. Carbone and Mr. Clemente, ltaly.

The reports presented at the Second General Plenary
highlighted the many accomplishments of the seven groups in
the areas of training, research, and information exchange. In
addition, summaries of each region's triennial congress were
presented, as well as plans for the next 3 years.

To further encourage such cooperation, the Journal in-
cludes here the names and addresses of each group; the official
languages of each group are also cited.

African Organization of Supreme Audit Institutions
(AFROSAI)

General Secretariat

Commissaire du Government pres le Trinbuntal Special
B.P. 288, Lome, Togo

Telephone: 228-21-7680

(Arabic, English, French)

ArabOrganization of Supreme Audit Instititions (ARABOSAT)
General Secretariat

54 Avenue Bilah, Menzah VI (1004), Tunisia

Telephone: 216-1-286338,216-1-238-647
Fax:216-1-767-868

(Arabic)

Asian Organization of Supreme Audit Institutions (ASOSAI)
General Secretariat

3-2-1 Kasumigaseki, Chyoda-ku, Tokyo

100 Japan

Telephone: 81-3-3581-8125

Fax: 81-3-3592-1807

(English)

Caribbean Organization of Supreme Audit Institutions
(CAROSAD

General Secretariat

Eric Williams Finance Building

2 Podium Floor, P.O. Box 340

Port-of-Spain, Triridad & Tobago

West Indies

Telephone: 809-627-9675, Ex. 2349

Fax: 809-625-5354

(English)

European Organization of Supreme Audit Institutions
(EUROSAID)

General Secretariat

Fuencarral 81

Madrid 28004, Spain

Telephone: 34-1-447-8701, Ext. 209

Fax: 34-1-593-3894

(English, French, German, Russian, Spanish)

Latin American Organization of Supreme Audit Institutions
(OLACEFS)

General Secretariat

Av., Morelos No. 82

Col. Juarez Mexico, D.F.

C.P. 06600, Mexico

Telephone: 525-546-2107

Fax: 525-534-1891

{Spanish)

South Pacific Association of Supreme Audit Institutions
(SPASAI)

General Secretariat

Niku’alofa, P.O. Box 50

Tonga

South West Pacific

Telephone: 676-18-21600

Fax: 676-18-23888

(English)
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On October 23, at the Second General Plenary, each of the regional
working groups filed their reports. The ARABOSAI! report, presented
by Mr. Cherif, Tunisia, reflected the value of all regional working groups
when it concluded with these words: “We wish INTOSAI, the mother
organization, further development and progress. We also hope thatthe
future will see an increase in cooperation among all of INTOSAI's
regional working groups.”

USA

Later that evening at the Closing Program, Mr. Medina, Venezuela,
actinginhis role as the X|V INCOSAI Vice-Chairman, extended a note
of appreciation and thanks to Mr. Bowsher and the staff of the General
Accounting Office for the excellent job they had done in hosting the
congress.
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In addition to remarks from the Congress Chairman and Vice-Chairman, the Secretary General of INTOSAI, and the Congress Manager, the
Closing Program included a selection of popular songs in each of the INTOSAI languages presented by the United States Army Chorus.
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Symposium Addresses Technology Issues

“Just as computers are changing the way governments
operate, audit institutions must change their traditional work
practices in order to keep pace with technological change.”
With these words Mr. C. G. Somiah, Comptroller and Auditor
General of India and chairman of INTOSAI’'s EDP Audit
Committee, welcomed delegates to the 3 day symposium en-
titled “Introducing and Applying New Technology inan SAL”
In his role as chairman of the INTOSAI committee, Mr,
Somiah served as chairman of the symposium, the first such

event held in conjunction with an INTOSAI congress.

The symposium was designed in response to the technol-
ogy challenges all SAIs face, and provided opportunities for
delegatestoshare information and experiences with each other
and to learn from experts in the field. Building on previous
INTOSAI work in this important area (see this Journal, July
1992, UN/INTOS Al seminar on EDP auditing), the results of
the symposium will contribute to the ongoing work of the EDP
Committee, and demonstrated once again the value of incorpo-
rating the work of INTOSAI’s committees into the congress
program.

Mr. Somiah, chairman of INTOSAI's EDP Audit Committee, also
served as the chairman of the symposium and presided over the
Opening and Closing Plenaries.

Symposium de
Technologie ~

A videotape presented during the Symposium’s Opening Plenary
demonstrated some of the ways inwhich EDP technology canbe used
in auditing and served as a basis for many of the discussions which
followed.

Over 250 delegates from approximately 100 countries
and international organizations participated in the symposium,
which consisted of plenary sessions and panel discussions,
small group presentation and discussion sessions, a technol-
ogy exposition, a software exchange and a tour highlighting
information technology. Presenters included representatives
from member SAls, industry and academia. The keynote
speaker, Michael Brown of Microsoft Corporation, discussed
how work can be accomplished more effectively and effi-
ciently in a technology-enhanced SAI through his multimedia
presentation on “Information at Your Fingertips”.

Following Mr. Brown's presentation was a panel discus-
sion “Challenges Facing SAIs” in which delegates from the
Gambia, the Netherlands and Mexico discussed the adminis-
trative, technical and financial challenges SAls may face in
bringing technology to the audit office. Among the points
brought out during this discusston were that automation should
not be rushed, but tailored to the unique environment of each
SAL

The 15 concurrent sessions that followed addressed three
general themes: automating the audit office; recent develop-
ments in computer-assisted audit techniques; and, methods of
auditing computer systems. The sessions provided ample
opportunities for lively discussion and exchange of views on
topics that included strategic use of technology, electronic
briefcase, and computer security risk methodology. One ses-
sion of particular interest to developing countries was the
funders panel which featured speakers from the United Na-
tions, the United Nations Development Program, and the
InterAmerican Development Bank who discussed practical
considerations involved in funding and technical assistance
available from these institutions.

The technology exposition, which ran concurrently with
the presentation sessions, provided a forum for delegates to
learn about applied technology through live demonsrations
and hands-on experience. Also included in the exposition was
a software exchange that facilitated the direct sharing of
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Throughout the 3-day Technology Symposium, participants had a = j l o
variety of opportunities to examine and experiment with EDP hardware In another of the Technology Exposition booths, the benefits derived
and software at the Technology Exposition. At the Journal's display, from an Electronic Audit Briefcase were presented to the delegates by
Ms. Chase, United States, demonstrated the desktop publishing tech- representatives from the Office of the Auditor General of Canada.
nology used to produce each issue. Here the delegates from Sudan,
Mr. Marin (seated) and Mr. Al-Nebi, look on as Ms. Chase prepares
some text.

One ofthe highlights of the Technology Symposium was the reception . . . . .
hosted by thg EgP Auditors Associagt?’onyat Ft)hc‘e Tech 2000 exhitﬁt. In  Picturedhere Ms. Polunia and Ms. Paviova, Russia, experiment with
this informal setting everyone had an opportunity to experimentwith  °ne of the EDP displays at the Tech 2000 exhibit.

many different types of EDP applications.

Many delegations were pleased to obtain copies of software programs
developed by other SAls. Here the delegates from China receive the
Software Exchange disks and documentation from Ms. Ernst, United
States.

19
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software applications developed by SAls. Commenting on the
value of these events and activities, Mr. Somiah noted that “If
the exposition enabled us to see and believe, the software
exchange made it possible for us to extend at least a part of the
experience to others back home.”

At the exposition, delegates visited 17 booths featuring
computer and telecommunications technologies appplied in
specific audit situations such as planning, gathering and ana-
lyzing data, and writing and publishing reports. A valuable

feature was the opportunity to have in-depth discusstons at
each booth,

Mr. Somiah captured the sentiments of participants when
he said at the closing plenary, “This has indeed laid the
foundation for future international efforts to integrate informa-
tion technology in the auditcommunity. The readiness of SAIs
to share their software and expertise with others marks a major
step forward in this effort, and SAIs should be applauded for
setting the tone for this tangible exchange.”

Denis Desautels, Auditor General of Canada

and President of the INTOSAI Development
initiative (IDI), reports to the INTOSA! mem- 3,
bers at XIV INCOSAI As an example of the
success of IDI's training activities, 1991 saw
IDlinvolve 115 member countriesand 321 par-
ticipantsin 13 seminars andworkshops. INTO-

SAl members voted unanimously to continue

IDI's mandate for 3 more years,

NOW THEREFORE be it resolved that XIV INCOSAI
approve this proposed 3 year action plan and these
recommendations on the future of IDI, subject to the
availability of the necessary financial and other resources.

FURTHER be it resolved that:

1. IDI continue to implement its summary strategic plan
over the years 1993 to 1995 in the context of its current
philosophy and approach; and that IDI report on progress
achieved annually to the INTOSAI Governing Board;

2. the Secretariat of IDI continue to be attached to the -
Office of the Auditor General of Canada until the end of
calendar year 1995;

the question of the future of IDI be addressed jointly by
the INTOSAI Governing Board and IDI over the next
three years and that a proposal be developed for
consideration at XV INCOSAL

IDI RESOLUTION
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Looking to the Future

INTOS AT'snext triennial congress, XV INCOS AL, will be
hosted by the Central Auditing Office of Egypt and held in
Cairo, Egypt. The official invitation was made by Mr. Farouk
L. El-Azhary, representative of Egypt at the Washington con-
gress, and unanimously accepted by INTOSAI members.

The spirit and accomplishments of XIV INCOSAI, and
INTOSAT's hopes for the next 3 years culminating at the con-
gress in Cairo, were perhaps best summed up by the delegate
from Cameroon, Mr. Paul Ella Menye, who said at the closing
plenary session, “We have seen this week that all countries of
the world, whether large or small, are clearly determined to
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extend their hands to each other in a unified effort to futher
developourselves. We know that no country in this modern age
is self-sufficient; we have to share our experiences. This is a
true need, a reality, and we must move ahead together, arm in
arm.” ll

Mr. El-Azhary, Egypt, came to the podium during the Second General
Plenary to extend an official invitation for the XV INCOSAI to be held
in Cairo.

INTOSAI's Kandutsch Award is presented to an SAl in recognition of
importantachievements and contributions in the field of auditing. Atthe:
XIVINCOSAI, this award was presented to the SAl of Hungary, and as
Dr. Hagelmayer accepted the award, he thanked the members of
INTOSAI for the recognition that they were according to his office.

During the Opening Ceremony, Mr. Staats, former Comptroller Gen-
eral of the United States, presented the Staats Award in recognition of
outstanding articles published in the JOURNAL since the last con-
gress. Pictured here (from left to right): Mr. Staats congratulates Mr.
Ahsan, Pakistan, who accepted the award for Mr. A. R. Arif, author of
the article “Performance Audit of Human Resource Management”, and
Mr. Phleger who received the award for his article, “New Technology
in the United Kingdom National Audit Office.”
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Audit Profile-The State Audit Office of
the Republic of Estonia

Editor’s Note: At the 36th meeting of the INTOSAI Governing
Board, held in Washington, D.C. immediately before the XIV
INCOSAI, six countries were accepted as new members of
INTOSAI. The State Audit Office of the Republic of Estonia is
one of these new members, and the JOURNAL staff is pleased
to have received this audit profile from the SAI io serve as their
introduction to all INTOSAI members.

The State Audit Office of the Republic of Estonia, founded
in 1990asacompletely new institution, is the supervisory body
of the Supreme Council of the Republic. The Audit Act of the
Republic of Estonia stipulates that the State Audit Organiza-
tion shall inspect the expedient and legal use of public funds
and tangible assets and the preservation of public property in
compliance with the laws of the republic.

The Mission

As an independent organ of the government, the State
AuditOffice bases its activities on the requirements of the laws
of the republic and the standards regulating the financial
activities of public enterprises, institutions and organizations.
It also has the right to make proposals regarding the drafting,
changing and amending of laws and standards. The Auditor
General may participate in and speak at the sessions of the
Government of the Republic.

According to the Audit Act, the State Audit Office is
responsible for auditing the:

« useof the budget of the Chancellery of the republic, that of
other public inspections, institutions, organizations, and
enterprises and the expediency of their operations;

+ achievement of the goals, financial effectiveness, and
economic performance of public enterprises;

« performance of public and leased enterprises based on state
property (to the extent and in the manner set forth in the
founding or leasing agreements);

» effective use of state subsidies;

« financial and economic performance of limited companies
(where more than half of the voting shares are owned by the
state);

+ use of state property by local administration;
+ use of loans obtained from the state budget, and

« preservation of property controlled or used by the state, but
owned by somebody else.

The audit of the Supreme Council and Government of the
Republic as well as the Bank of Estonia is not within the
jurisdiction of the State Audit Office.

The office also assists and directs state and local govern-
ment organs, public enterprises, institutions and organizations
in the methods of organizing internal audits.

Taking advantage of an opportunity to exchange ideas during ons of
the breaks, Mr. Kaltenbach, Germany, (left} talks with Mr. Meri {cen-
ter), and Ms. Tarm, Estonia.

Organization

Atthe head of the State Audit Office is the Auditor General
who is nominated by the Presidium of the Supreme Council of
the Republic of Estonia and then appointed or withdrawn from
office by the Supreme Council. The Deputy Auditor General
and Assistant Auditors General are nominated by the Auditor
General and appointed to office by the Supreme Council.

The Audit Act requires that the Auditor General: hold a
post-secondary degree ineconomicsor law; be well acquainted
with the fundamental principles of the administration of state
and economic management, and be experienced in the direc-
tion of state organs. The Auditor General’s term is 7 years or
until the age of 65.

The State Audit Office consists of four departments (State
Institutions, Economy, Social Affairs, and Development) and
the Chancellery. These departments, managed by the Assistant
Auditors General, are divided into sub-departments according
to the areas of activity and auditing fields.
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Theadvisory body for the Auditor General, the Council for
the State Audit Office, includes the Auditor General, the
Deputy Auditor General and the Assistant Auditors General. If
necessary, the members of the Government of the Republic of
Estonia and the representatives from other government bodies
or heads of organizations and enterprises may be asked to
participate in meetings of the Council.

The Council reviews the organization chart of the office;
examines the responsibilities of each department and their
budgets, plans and drafts; and listens to the departments’
summaries of their inspections and audits.

Conducting the Work

The work of the office functions on the basis of an annual
plan; auditsnot includedin this plan are initiated by the Auditor
General. The aim of the financial audits is to control the
legality of the financial activities of the audited entity and the
preservation of funds and tangible assets and to audit the
accuracy of financial accounts an reports. To conduct these
audits original documents, financial accounts and reports are
audited. Performance audits are conducted to analyze the
individual aspects of the financial activity of the audited entity,
especially the assessment of the effectiveness and expediency
of their activities as well as the extent to which stated goals are
met.

The time, manner, and extent of the audit is determined by
the State Audit Office. Audits are generally performed at the
location of the audited enterprise, institution or organization,
and the audits are organized to provide for the minimal possible
disruption to those being audited.

In the performance of their work, auditors have the right to:

» demand the presentation of original documents reflecting
the economic and financial activity, as well as the
presentation of accounting files, balance sheets, reports,
budgets, contracts and other relevant correspondence and
management documents;

« gain free access to warchouses, storage rooms, production
facilities and other spaces for the purpose of assessing the
material value of objects, cash and securities;

+ receive oral and written explanations and testimonies
regarding questions which concern audits;

» in a prescribed manner, remove documents or receive
copies of documents, and

+ receive data, testimony, and documents from the Bank of
Estonia, and other creditand commercial banks, enterprises,
and institutions.

In conducting their work, auditors may not interfere in the
routine of the audited entity and may not publicize their
opinions or assessments of incomplete audits.

During the course of an audit, the office may employ the
help of specialists for other organizations and reimburse them
appropriately.

Reporting

Anaudit report is prepared for each auditand the signatory
auditor is responsible for the correctness of the report. The
results of the audit are presented to the director of the audited
entity. In circumstances where the incomes and expenditures
of the state budget are substantially affected, the results of the
audit are also made known to the Finance Minister of the
Republic.

The State Audit Office is also required to present to the
Supreme Council an annual report of its position on the use of
pubic resources and the preservation of public property during
the previous fiscal year, and the report is available to the
general public.

The State Audit Office does not demand the reimburse-
ment of fundsused illegally or not for the purpose intended, nor
does it punish the official responsible for the misdemeanors. It
doesreportall such findings to the Government of the Republic
or to the appropriate authorities (e.g., Ministry of Finance,
Department of Taxation, Public Prosecutors Office) so that
they can take action,

Who to Contact

Mr. Hindrek Meri, Auditor General and Chairman of the
Council of the State Audit Office, attended the XIV INCOS Al
in Washington, D.C. and had an opportunity t0 meet many
representatives from other SAIs during the congress. For
further information about the office, contact: The State Audit
Office, 4 Narva Road, Tallinn, EE0100, Republic of Estonia.
The facsimile number is (0142) 44-15-14. W
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